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GENERAL

Determination of GE liability back with NZ government

Despite earlier ingtructions from the NZ government to determine liability over potentid accidents
arigng from the use of GMOs (geneticaly modified organisms), the NZ Law Commission has refused
to take a stand on whether there needsto be anew legd liability regime. The Commisson’s report has
rejected Government pressure to make a decision and instead emphasized that ethical and spiritua
issues need to be consdered and debated more widely. The Government wants the issue over who
carries respongbility for losses resulting from the development, supply or use of GMOs resolved before
the moratorium on the release of GMOs runs out in October 2003. Current laws, according to the
Commission, will not ensure that al damage that could potentialy be caused by GMOs will be
compensated. The Commission recommended that the Government make three core policy decisons
before aview on aliability plan could be formed. These arer 1) the extent to which GE organisms are
different from other activities or technologies, either from a scientific or ethicd view, 2) the extent to
which those involved in GE should be held accountable for anything that went wrong, and 3) the
government’ s potentid role as guarantor of damage caused by GE. The Government has reluctantly
accepted the view that this needs to be a government decision, but has regjected the need for public
debate and expressed surprise at the view that culturd and ethical issues should be part of alidbility
consideration.

New Zealand to seek closer tieswith EU

NZ trade authorities have suggested that in view of difficult and lengthy WTO negotiations on
agriculture and the prospective enlargement of the EU, New Zedland should seek a"framework
agreement” with the EU (as Audrdia has). Thiswould provide the forma machinery through which
New Zedand could enter into annua talks with the EU bureaucracy, in order to avert being "blocked
out" by an increasng number of EU member countries.

GE technology needs to show benefits

According to a study just released by AgResearch, GE (Genetic Engineering) supporters need to show
that GE research has benefits, instead of downplaying public fears, if they want to increase public
support for GE. With aresponse rate of 56 percent, the survey-based study found that more people
totally oppose GE than support it. Thirty-six percent totally oppose GE food and13.6 percent totally
oppose GE-based medicines, compared with 3.4 percent supporting GE food and 15.6 percent
supporting GE-based medicines. The study aso identified alarge middle group, which, depending on
the circumstances, are likely to support GE food production (52 percent), and GE medica gpplications
(62 percent). Acceptability appearsto be dictated on a case-by-case basis, depending on the benefits
GE technology providesin each case. The study further suggests thet initialy medica gpplications
should be introduced followed by food products. Public acceptance will largely be driven by perceived
benefits from the technology. However, the technology aso needsto prove itself as save in relation to
humean, anima, and environmental hedlth.

LIVESTOCK & PRODUCTS

Record low venison production & falling venison schedule
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Venison production has dowed after setting arecord last year. For the first sx months of 2002,
venison production was down 28 percent with athroughput of 168,000 animals, compared to 233,000
animasfor the same period last year. Production for May and June was down 50 percent and 37
percent, respectively, on the same months last year, with June’ s production being arecord low for any
month in more than 10 years. Last year's production reached arecord level of 504,000 deer due to
strong demand for venison arising from European concerns over BSE and foot-and-mouth disease.
Schedules at the time reached NZ$ 10.17 (US$ 4.27) per kg but have since dropped to NZ$ 5.29
(US$ 2.54) per kg, which is 17 percent behind the five year average for thistime of the year.

The largest NZ venison exporter, PPCS, announced late in June contracts with atop price of NZ$
7.15 (US$ 3.43) per kg for ddivery in September. While the contract is above expectationsit has
come too late for weaner sales by private treaty which fell afurther NZ$ 1 (US$ 0.48) per kg
liveweight after formal sdeswere completed in late May. High venison socks in Europe and the
prospects that demand may remain weak may see production remain down for some time as farmers
may decide to retain sock. Contributing to thisisthe fact that velvet prices remain stable and that a
continued downward pressure is exerted on animal numbers available for daughter due the continuation
of farm conversons.

Export meat production update

Export meat production to July 6 (in brackets change compared with same time last season) has been
asfollows (animal numbers): lamb 23,538,108 (down 7.6 percent), hogget 5,914 (down 49.4
percent), mutton 3,681,170 (down 12.1 percent), steer 361,611 (down 17.8 percent), heifer 149,446
(up 3 percent), cow 607,863 (up 14.1 percent), bull 581,934 (up 0.1 percent), bobby veal 154,310
(up 62.3 percent), and goat 94,857 (down 8.1 percent).

HORTICULTURE & PRODUCTS

NZ grape harvest record confirmed but EU naming restrictions threaten export sales

Thefind figures for the 2002 grape harvest indicate a 67 percent increase in harvest volumes compared
with 2001, reaching 118,700 MT. Nationdly, the productive wine area had increased by 10 percent.
However, not dl regionsin New Zedand reported gains. The Otago and Nelson regions were down
1.5 percent and 23 percent, respectively. Marlborough’s volume was up 47 percent to 55,500 MT
and the Hawkes Bay’ s volume was up 136 percent to 25,661 MT, together providing 91.5 percent of
the nationd harvest. The W lington-Wairarapa region, the biggest of the small wine areas, was up 39
percent and in the Auckland region harvest volumes were up 148 percent. The biggest change camein
the yields for Sauvignon Blanc which was up 76 percent to 37,000 MT, Chardonnay was up 99
percent to 34,000 MT, Pinot Noir was up 30 percent to 10,400 M T, and Merlot was up 153 % to
6,500 MT. The qudity of the harvest is consdered very good but the find qudlity of the vintage will not
be determined until 18 months from now. New Zedand Winegrowers expect wine exports to continue
to grow in volume and value, but a decrease in the returns per liter is expected as aresult of the
srengthening New Zedand dallar.

Tighter EU labeling regulations and tougher rules on the use of placenames may affect NZ wine export

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #NZ2020 Page3 of 5

sdes as the EU iswidening the definition of geographica indicators. Aswine terms such as "oak-
aged", "resarve’, and "noble’ are under threat, the NZ wine industry may have to prove to European
regulators that approved European methods are used in the production of NZ wines. Theruleswill be
financidly detrimentd in any case as New Zedand will have to comply with regulations or lose markets.

In the year to April 2002, NZ exported wine worth NZ$ 375 million (US$ 157.5 million), of which
wine worth NZ$ 130 million (US$ 54.6 million) was exported to the EU (up 24 percent on the

previous year).

Kiwifruit exports update

According to Zespri, kiwifruit sdeswill be meeting their targets earlier this season, thanks to a strong
gdatindl markets. The smaler than expected volumes available for export (down about 8 percent on
last year's 65.9 million trays) has seen volumes diverted to stronger Asian markets this season. Zespri
has achieved about 50 percent (6.28 million trays) of its target volume in Jgpan (12 million trays)
supported by aNZ$ 15 million (US$ 7.2 million) advertisng campaign in Japan and Asian markets. In
Europe sdes volumes have reached about 14.5 million trays and East Asia has reached gpproximately
5milliontrays. By week 28 Zespri had sold about 42 percent of itstota available crop this season.
The strong start is partly due to Zespri’s new Gold variety which has increased significantly in volume
over the previous season’s 5.1 million trays. In Europe Zespri has sold to date approximately 1.8
million trays, in Japan gpproximately 2.6 million trays, and East Asa gpproximatdy 1.2 million trays.
The North American market is substantidly lower in volume this season due to the lower NZ crop
volume but prices are up 5.3 percent.

The future of italian kiwifruit

While Zespri’ sfirgt full-scde attempt at using Itdian-grown kiwifruit to ensure 12-month supply to key
markets - akey element in Zespri' s growth strategy - has resulted in aNZ$ 190,000 (US$ 79,800)
loss last season, Zespri is confident that the current and future seasons will be successful. Within the
next three years Zespri hopes to market 90 million trays, of which fruit from internationa locations
should make up 10 million. Zespri’ sfocusis on developing long-term partnerships with Itdian and
Cdifornian growers to produce high qudity green and gold kiwifruit. The chalenge for Zespri in these
partnershipsis to baance the large scade production gpproach of loca growers with Zespri’s niche
gpproach to the top-shelf supermarket trade. Zespri predicts that this may take sometime,

Consortium gaining preliminary approval for irradiation plant

The Audralia New Zedand Food Authority has given preliminary gpprova to Turners & Growers,
Enza, and Surebeam (Cdifornia) to build afood irradiation plant in Queendand and in New Zedland,
after applying for approvd last year. Surebeam gpplied in May last year to irradiate 9 types of
Queendand tropicd fruit to destroy pests. A NZ$ 10 million (US$ 4.8 million) plant is planned for
Queendand, but asmilar plant for New Zedand is dso being consdered by the three companies. The
Authority is gill awaiting public submissons for the proposd until August 10. The irradiation of fruit
would make them suitable for export marketsin the U.S. (and New Zedand).

DAIRY
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Fonterra announces NZ$ 50 million first year loss

According to Dairy Farmers of New Zedland, Fonterra’ s reported loss of NZ$ 50 million (US$ 24
million) for itsfirgt financid year Snce the merger of the NZ dairy industry occurred because Fonterraiis
paying out money that farmers have not earned. Fonterra indicated that last season’s payout of NZ$
5.30 (US$ 2.54) per kg milksolids has been under pressure due to faling commodity prices, but it
decided to take the loss rather than reduce the payout retrospectively. This meansthat the average-
sized dairy operation will be overpaid by about NZ$ 3,000 (US$ 1,440). While Fonterra could have
revised this season’s payout down to NZ$ 5.28 (US$ 2.53) per kg milksolids it decided against doing
S0 asit conddered the lossimmaterid relaive to its NZ$ 4.4 billion (US$ 2.11 billion) in equity and
NZ$ 13.9 hillion (US$ 6.67 billion) turnover.

Fonterra revises 2002/2003 payout forecast down to NZ$ 3.70 (US$ 1.78) per kg milksolids
Fonterra announced that its forecast of NZ$ 4 (US$ 1.92) kg milksolids two months ago relied on a
recovery in commodity prices near the end of this year, which are now threatened to be further reduced
as restitution payments to subsidize dairy exports have been increased again by the European
Commission (Dary commodity prices had effectively haved over the past 12 month), and an exchange
rate of NZ$ 2.22 per 1 US$. However, the higher long term exchange rate is now forecast by many
economists a approximately NZ$ 2 per 1 US$. The payout reduction will reduce tota payout by
about NZ$ 334 million (US$ 160.3 million) reducing dairy farmers incomes by an average NZ$ 40,000
(US$ 19,200).

Fonterra plansto sell organic dairy products

Fonterra plans to market organic products by September 2002 as retail surveys are showing
congderable growth in the organics category. Initidly Fonterrawill target the domestic and Audtrdian
markets with organic cheddar cheeses, while kegping an eye on other lucrative markets as it will be
building capacity in supplying organic milk. Over the next few season’s Fonterrawill be supplied by
approximately 50 organic dairy farms producing 17 million liters of milk. (Please dso refer to the

GAIN report concurrently released "New Zealand Organic Products Situation and Outlook 2002)

Westland Co-operative Dairy Company Limited renamed Westland Milk Products

Westland Co-operative Dairy Company Limited, one of the two independent dairy companiesin New
Zedland, has changed its name to Westland Milk Products. With the name change comes a move from
being a producer of butter and milk powder to a manufacturer of value-added products. The company
has recently completed anew NZ$ 60 million (US$ 25.2 million) milk drier and is building anew NZ$
2 million (US$ 0.96 million) quality control and product research laboratory. Last seeson Westland
produced 32,000 MT of milk powder, 20,000 MT of butter, and some casein and milk protein
concentrates. Its consistently higher payouts than the industry average have been atributed to alower
percentage of downgraded product. Westland has 370 supplying farms with 8 new ones coming on
stream and collects 338 million liters of milk which isforecast to increase by 6 percent in the 2002-03
Season.

FORESTRY
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Japanese Juken Nissho buys Nuhaka forest land

Japanese forestry company Juken Nissho has bought nearly 2000 hectares of Gisborne forest owned
by Nuhaka Farm Forestry Fund, for ayet unknown price. The sde includes 133.4 hectares of trees
planted last year, but Nuhaka will retain ownership of exigting trees and the rights to harvest them in the
next 10 to 12 years. Agent Perpetual Trust said the trust had sold the land to avoid the cost of
replanting required under the Resource Management Act.

New forestry investments planned by Malaysian Samling Group

A NZ$ 100 million (US$ 48 million) wood processing plant, twice the size of New Zedand' sbiggest, is
to be built at Gisborne. Hikurangi Forest Farms, owned by the Mdaysian company Samling Group,
had committed itself to the sawmill after agreements with the Government and locd authorities. With a
capacity of about 700,000 MT of logs per year the sawmill will produce different types of sawn timber
for the high end of the market. This compares to a capacity of 200,000 MT of the neighboring Juken
Nissho plant. Samling Group bought Hikurangi Forest Farms from Fletcher Chalenge Forestsin May
1997 for NZ$ 210 million (US$ 136.5 million).

Forestry owners oppose nationalization of carbon credits

The Government’ s plan to nationdize carbon credits — accrued under the Kyoto Protocol the
Government intends to ratify in September —is facing tough opposition from forestry owners, who
argue that they should be credited and not the government. The forestry industry objects to the
government nationalizing gpproximately NZ$ 1.5 billion (US$ 0.72 billion) from carbon credits and
instead wantsto useit for industry R&D. The Government now consders giving farmers growing
native trees access to carbon credits they create, provided they do not cut trees down. Forest owners
who intend to mill trees will not get creditsfor at least the firg ratification period in 2012, when New
Zedland has to reduce its emissons to 1990 levels. This has not appeased forest owners, though, who
continue to argue that they should be the owners of the credits. They suggest ascheme smilar to
countries that are consdering "a carbon farming industry” such asin Western Audtrdiaand the U.S.
where landowners would be paid to grow trees as carbon sinks for private industry.

FISHERIES

Government plansto bring tuna into quota management system

Tunafishermen are rdlying to fight the government’ s intention to bring severd large tuna species into the
guota management system (QMS) by October 2004. Fish that are currently included in the QM S
resde in New Zedland waters, however, tunamigrates over thousands of miles of ocean passing
through severd economic zones. Reportedly, New Zealand would be the only country adding tuna
gpeciesinto the QM S, whereas other countriestry in fact to increase their catch so they can clam a
larger quota asinternationd catch limitsareimposed.  The government’ s move would make it difficult
for smaller operatorsto survive as under the QM S rules they aso have to get a quota allowance for the
inevitable by-catch. The quotafor tunawould be awarded on the basis of catch history. The Ministry
of Fisherieswill put out a consultation document, which among other issues will consder New

Zedland' sinternationa obligations aswell as New Zedand' sinterests. However, the industry does not
rule out legd action if the government should proceed with its plans after the consultation phase.
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